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. ":Ab6ut the Foundation for Educational Choice

Thé Foundation for Educational Choice is a 501(c)(3) nonprofit and nonpartisan organization,
* solely dedicated to advancing Milton and Rose Friedman’s vision of school choice for all children.

First established as the Milton and Rose D. Friedman Foundation in 1996, the foundation contin-

ues to promote school choice as the most effective and equitable way to improve the quality of K-12
education in America. The foundation is dedicated to research, education, and promotion of the vital

issues and implications related to choice and competition in K-12 education.

| Commitment to Methods & Transparency

The Foundation for Educational Choice is committed to research that adheres to high scientific
standards, and matters of methodology and transparency are taken seriously at all levels of our organi-

zation. We are dedicated to providing high-quality information in a transparent and efficient manner.

All individuals have opinions, and many organizations (like our own) have specific missions or
philosophical orientations. Scientific methods, if used correctly and followed closely in well-designed
studies, should neutralize these opinions and orientations. Research rules and methods minimize
bias. We believe rigorous procedural rules of science prevent a researcher’s motives, and an organiza-

tion’s particular orientation, from pre-determining results.

If research adheres to proper scientific and methodological standards, its findings can be relied
upon no matter who has conducted it. If rules and methods are neither specified nor followed, then
the biases of the researcher or an organization may become relevant, because a lack of rigor opens the

door for those biases to affect the results.

Our authors take full responsibility for research design, data collection, analysis, content and

charts, and any unintentional errors or misrepresentations. They welcome any and all questions

related to methods and findings.
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Executive Summary -

This report analyzes the economic and social costs of the high school dropout problem in Montana
from the perspective of a state taxpayer. The majority of our analyéis considers the consequenées of this
problem in terms of labor market, tax revenue, and public service costs. In quantifying these costs, we
seek to inform public policy, estimate the benefits of addressing the problem, and engage state citizenry

in the problem’s remedy.

The individual and societal costs associated with dropping out of high school in Montana are pro-
found, with particular implications for the state’s American Indian student population. That said, the
potential benefits from reducing the dropout rate are equally profound. Our analysis of these costs and

benefits reveals the following findings.

Key findings include:

« According to the Montana Office of Public Instruction (MOPI), 1,989 students, or 16.1% of the entire
class of 2008, dropped out of high school. The state’s dropout and graduation rates have not improved
since 2002-03.

Dropout statistics for Montana’s American Indian students are alarming. Only 63% of American Indi-
ans in the class of 2008 graduated high school on time.

1 « On average, Montana high school dropouts work close to eight fewer weeks per year than those whose
highest degree is a high school diploma or GED. Almost 30% of high school dropouts in the state meet
the federal definition of low-income, which is twice the rate of high school graduates. Our wage equa-
tion finds that Montana high school graduates on average earn 22% more than high school dropouts

; after controlling for differences in age, gender, and race. Those with some college earn 27% more and
those with a bachelor’s degree or higher earn 66% more.

« In extrapolating the annual costs of dropouts to Montana’s economy, we estimate that the average high
school dropout is earning $5,868 less per year than they would if they had graduated. The total cost to
Montana’s economy that results from these reduced taxable earnings amounts to $216 million annu-
ally. To put this figure in perspective, the state’s total personal income generated by its Agriculture,
Forestry, and Fishing industries in 2008 was $317 million.

« When comparing the average Medicaid subsidies of a high school dropout to the average of an expected
high school graduate, we arrive at an estimated increase in annual costs of $616 per dropout. Accord-
ingly, the total annual Medicaid fiscal impact of Montana’s dropouts amounts to approximately $23
million. Over the course of a lifetime, dropouts will require close to $25,000 in present value Medicaid
subsidies.

Montana’s High School Dropouts: Examining the Fiscal Consequences




« Using the findings of a prior econometric study on the causal relationship of high school graduation to '

the likelihood of incarceration, we estimate the average annual incarceration costs of Montana’s 36,788 "

dropouts would decline by $268 per person had they graduated from high school. This represents a
potential cost savings of $9.85 m11110n

« We estimate that each prevented dropout will result in $32,402 benefits to the state over that indi-
vidual’s lifetime. By permanently cutting the dropout rate in half, each class of new high school gradu-
ates will yield over $32 million in direct gross economic benefits to the state. By completely eliminating
dropouts, the state stands to save $65 million annually.
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